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TWO OF A KIND 





ene who is probably a newcomer in the numismatic hobby curtly 
remarked that the local numismatic societies have thrown off their Phil- 
ippine mantle and assumed a foreign image with the election of Messrs. 
Philip Liao, a Filipino of Chinese ancestry, and Aldo Basso, an American, 
as presidents of the Philippine Numismatic and Antiquarian Society (PNAS) 
and the Bank Note Society of the Philippines (BNSP), respectively. Such a 
statement may gain credibility among myopic individuals whose. perception 
of nationalism is measured only by the narrow gauge of physical appearances. 
Fortunately, racial discrimination is hardly perceptible in societies whose 
main objective is the promotion of the collecting hobby among peoples 
irrespective of race, creed and economic status. 

These two gentlemen, though definitely not Filipino-looking, have done 
more to Philippine numismatics than the typical ‘‘native’? numismatists. 
Aldo, during his prolonged stay in the Philippines, had written two books 
on Philippine coins and medals, the first comprehensive catalogs ever on 
these items. He had gotten married to a Filipino woman and had adopted 
the customs and traditions of his second country. His periodical excursions 
to the countryside in search of coins had kept awake an otherwise lethargic 
Philippine numismatic market. By his acts, he is the complete opposite of 
a vanishing breed — the “Ugly American”? — some species of which are still 
strutting around like conquering colonizers despite four decades of Phil- 
ippine independence. 

On the other hand, Philip, though of Chinese extraction is a natural- 
ized Filipino who, unlike people of his origin, had associated with Filipinos 
be it in business or in his countless leisurely pursuits one of which is numis- 
matics. He had maintained a low profile in the PNAS where he was the vice- 
president for the last five years, co-founded the BNSP and acted as adviser 
to the fledgling Bayanihan Coin Club. 

These numismatic societies having been organized primarily to foster 
brotherhood among numismatists, it is our belief that competence and a 
genuine love for the hobby rather than nationality should be the overriding 
factors in the choice of their leaders. — A.D.M. 
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“Three Medals for a Fountain” 


THE CARRIEDO FOUNTAIN 


by Antonio M. Del Mundo 


tanding before and in sharp con- 
ase to the modern edifice of the 
Metropolitan Waterworks & Sewerage 
System in Diliman, Quezon City is a 
century-old ornate monument erected to 
honor the man who is recognized as the 
“Father of Manila’s Waterworks System”’. 
Known as the Carriedo Fountain, it was 
Originally located at Sta. Mesa junction 
in Sampaloc, Manila but the govern- 
ment’s penchant for transferring monu- 
ments in the name of progress and 
sometimes, nationalism, has not spared 
the fountain, hence its present location. 


The fountain was named after Don 
Francisco Carriedo y Peredo, whose 
benevolence two and a half centuries 
ago made possible the construction of 
Manila’s first waterworks system. Though 
it was completed on July 24, 1882, 
the history behind its establishment 
dates back to the early galleon trade 
period with Carriedo’s arrival in Manila 
in 1722 as in-charge of cargo of one of 
Acapulco galleons, the Santa Familia. 
He gained the title of ‘general’ and on 
June 26, 1727, married Mariana de 
Cosio, who was the daughter of the 
then Governor-General, Torribio Jose 
Miguel, Marquis of Torre Campo. His 
wife died after a short and childless 
marriage. 


Carriedo spent the remaining years 
of his life in the Philippines and was 
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able to amass great wealth from his 
investments with the Manila-Acapulco 
Trade. As can be gleaned from Morga’s 
writings of 1609, “This trade and com- 
merce is so great and profitable, and 
easy to control . . ... That Spaniards 
do not apply themselves to or engage in 
any other industry. Consequently, there 
is no husbandry or field-labor worthy of 
consideration.” 

From the fortunes gained from his 
investments, Carriedo bequeathed to the 
City of Manila the sum of 10,000 
specifically for the establishment of an 
improved water system. He died on 
September 7, 1743 arnwas buried at the 
Jesuit Church, then at the corner of 


Palacio and Victoria Streets in Intra- 


. muros. 


In a codecil which was attached to 
his will, he states: 


‘T hereby declare that in the 
month of December 1733, I wrote 
to this city and to its merchants, 
offering them the sum of 10,000 
pesos to carry water by means of 
a pipe line from San Pedro Macati, 
under terms and conditions laid 
in the said proposal. This offer 
was considered by then at a meet- 
ing of the municipal board on 
November 5, 1734; but after 
discussion, this acceptance was 
deferred. Since it has always 
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been my purpose to take my part 
in a work that is acceptable to 
God, because of the great benefit 
that may accrue to the poor there- 
from, I hereby request my execu- 
tors after my death, when the value 
of my property has been estimated, 
to insist on the city and its mer- 
chants accepting 10,000 pesos, un- 
der similar conditions, which I do 
not wish changed or altered, ex- 
cepting only that the place whence 
the water may most easily be car- 
ried may be changed, if it shall be 
found more convenient to bring 
water from the Maybonga River 
along the right bank of the Pasig 
to San Cruz, and not from San 
Juan del Monte. On these terms 
alone shall the 10,000 pesos be 
handed over.” 


The bequeathed amount was. still 
insufficient for the project and in ac- 
cordance with the will, it was invested 
by the City of Manila in the Manila- 
Acapulco galleons and in other ships 
trading with China, the Moluccas and 
India. In a span of fourteen years, it was 
already a considerable sum which was 
deposited with the Treasury and known 
as the Carriedo Chest. This was how- 
ever seized by the British forces under 
the joint command of Admiral Cornish 
and General Draper during their occupa- 
tion of Manila from 1762-1764. 

Fortunately, a part of the Carriedo 
Fund (P9,551.75) had been invested 
in a galleon on the way back from Aca- 
pulco, the &/ Filipino which was ad- 
vised to land in Samar, thence to Albay. 
Its cargo and money estimated at P2.5 
million were transported overland to 
Simon de Anda’s headquarters in Ba- 
color, Pampanga. 
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With the departure of the British 
forces in 1764, the remaining Carriedo 
Fund or obra pia de agua was again 
invested in loans with rates averaging 
30% to those who wished to trade either 
on the Acapulco galleons or on ships 
sailing the Indies. By 1808, the Fund 
totalled P32,187.50, nearly 3% times 
the amount saved from the British. 
Due to the financial acumen of the 
Fund’s administrators, it was already 
P346,875.99 as of the end of 1878, 
the year when construction on the water- 
works was started. 

It was, however, due to the initiative 
of Felix Huertas, a Franciscan friar 
who was at that time in charge of the 
San Lazaro Hospital, that concrete 
steps were taken by the authorities for 
the implementation of Carriedo’s pro- 
ject. He was supported by Governor- 
General Domingo Moriones who in 
1862 authorized the Manila municipal 
board to appoint an engineer to prepare 
two alternative plans. Six years and four 
engineers later, Genaro Palacios y Guerra, 
Chief of the Division of Roads, Canals 
and Bridges of the Bureau of Public 
Works was commissioned to do the job. 

Palacios submitted in 1869 two plans 
and his alternative plan estimated to cost 
?745.509 was the one approved by the 
city authorities. 

In his article “Francisco de Carriedo 
y Peredo” which was published in the 
Philippine Journal of Science issue of 
June 1913, Alexander E.W. Salt wrote 
the details of the approved plan: 


“According to the original plans, 
2 pumps of about 15,000 cubic 
meters combined duty capacity 
were to be installed at some point 
in the barrio (village) of Santolan 
on the Mariquina River, Here, the 
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water was to be raised into a 
rectangular masonry conduit ex- 
cavated, for the most part, out of 
adobe formation, through two lines 
of 20-inch cast-iron pipe. This 
conduit, of external section 1.40 
by 1.75 meters, was tu be laid to 
a grade of 1 in 5,000 and extended 
a distance of approximately 4,800 
meters to the reservoir (El De- 
posito) on the highest point of 
the table-land of San Juan del 
Monte. An inverted syphon of 
26-inch cast-iron pipe, 385 meters 
long, was to be inserted where 
the line crossed a deep ravine. The 
reservoir was to consist of two 


covered basins, hewn from the same 
rock material as at Santolan, in 
catacomb form, with a combined 
capacity of 56,000 cubic meters 
(16,000,000 United States  gal- 
lons) to the overflow line of 33.51 
meters, city datum, 

Ventilation was to be provided 
by 207 shafts, which were to keep 
the water cool and free from vege- 
table matter. The + ir was to 
contain about on: 
day’s reserve, in wet seasons about 
two days’ supply. 

From these basins the water 
wus £0 flow in @ e of 26-inch 
cast-iron pipe alow «2 purchased 


The Carriedo Fountain on Inauguration Day, 1882 
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md one-half 
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right-of-way to the city, the first 
branch — at the Rotonda in Sam- 
paloc — being about 3 kilometers 
from the reservoir, and the distri- 
bution taking place in smaller 
mains, opening into 280 fire hy- 
drants and 390 public hydrants.”’ 


Nine years had to lapse before actual 
construction could begin as the plan had 
to pass thru a bureaucratic maze in both 
Manila and Madrid. The matter of finan- 
cing also delayed the project’s imple- 
mentation since the Carriedo Fund was 
still below the estimated expenses. To 
offset the discrepancy, a tax of 1% was 
levied on every pound of beef and pork 
slaughtered in the city’s matadero for 
four years 

Construction of the project was offi- 
cially started on January 23, 1878 for 
which bronze and silver commemorative 
medals with a common design were 
issued to mark the event. Struck by 
the Manila Mint, the medals measure 
37 mm in diameter, and 3 mm thick 
with weights of 29 gms. for the silver 
and 26.5 ams. for the bronze. The 
obverse has the legends “INAUGU- 
RACION/DE LAS OBRAS/DE- LA 
TRAIDA DE/AGUAS POTABLES/A 
MANILA.” circumscribed by ““REINAN- 
DO ALFONSO XII 23 DE ENERO DE 
1878". On the reverse was inscribed 
“COSTEADAS/POR EL LEGADO/DE 
CARRIEDO/Y/ FONDOS DE LA/CIU- 
DAD” surrounded by “GOBERNANDO 


ESTAS ISLAS EL GENERAL MO- 
RIONES. 


The waterworks system was finally 
completed in a four-year period under 
the competent supervision of Palacios 
who for the duration of the project had 
actually lived in a small house within 
tne construction area. The then Go- 
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Obverse and reverse of the 1878 medal. 


vernor-General, Don Fernando Primo de 
Rivera y Sobremonte, Marques de Estel- 
la, ordered a S-day citywide celebration 
preparatory to the formal opening of 
the waterworks on July 24, 1882. 

The celebrations started on July 21, 
1882 which coincided with the birthday 
of Queen Maria Cristina, wife of King 
Alfonso XII and the then Queen Dowager 
of Spain, and were marked with musical 
presentations and fireworks at the 
Luneta, bands marching around the 
city which was gayly decorated with 
colorful archs and buntings, and parlor 
games in all the city’s districts. 

A civic parade from the Ayuntamiento 
to the Sampaloc Rotonda opened the 
festivities on July 24, 1882 and was 
participated in by almost all the govern- 
ment functionaries and students from 
all the schools. The Sampaloc Rotonda, a 
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convergence of Sta. Mesa, Nagtahan 
and what is now Legarda St. was the 
focus of the celebrations since it was the 
main distribution point to the minor 
water arteries supplying water to the 
entire city. Mass was celebrated by 
Fr. Pedro Payo in a temporary altar 
opposite the fountain and fronting the 
house of Don Lorenzo Rocha. After the 
mass and the ceremonial blessing, the 
fountain was opened by Governor- 
General Primo de Rivera signalling the 
start of the waterworks operation amid 
the applause of a multitude of Ma- 
nilans who saw in the ceremonies the 
dawn of a new lifestyle for them in 
terms of water flowing to public faucets 
and ultimately to their houses. 

As in most celebrations, similarly- 
designed commemorative medals struck 





Medal dated July 24, 1882 marking the opening 
of Manila’s waterworks. 
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by the Manila Mint were distributed 
to national and city officials. Besides the 
silver and bronze medals, two pieces in 
gold were minted, one of which was laid 
beneath a commemorative stone in the 
fountain and the other given to the 
Conde de Peracolls, who at that time 
was the head of the surviving Carriedo 
clan. Except for the inscriptions, there 
was no other design on the medals which 
had on the obverse the legends CON- 
MEMORACION/DE LA TRAIDA/DE/ 
AGUAS POTABLES” circumscribed by 
“REINANDO ALFONSO XII 24 DE 
JULIO DE 1882”. The reverse has the 
inscriptions “CARRIEDO/Y/EL MUNI- 
CIPIO DE/MANILA” surrounded by 
“GOBERNANDO FILIPINAS EL GENE- 
RAL MARQUES DE ESTELLA”. The 
5-pointed star mintmark of the Manila 
Mint appears on both sides of the medal 
which has a uniform diameter of 37 mm 
for both the silver and the bronze and 
has weights of 30.8 gms. and 28.9 gms. 
respectively. 

At its inauguration, the Carriedo 
Fountain consisted only of a large cir- 
cular basin with a spout at the center. 
(See photograph on p. 45 ). It was finally 
completed with the addition of the three- 
tiered ornate monument at the center 
in 1891. At the sides of the lower tier 
are the inscriptions “A CARRIEDO/ 
MANILA/1878-1884.” 

For almost a century, the fountain 
stood at the crossroads of Manila’s three 
major traffic arteries — Legarda, Nag- 
tahan and Sta. Mesa Streets. In the 
1960’s, the circumference of the base 
was reduced to give way to the rapidly 
increasing vehicular traffic. 

The fountain was finally removed 
in 1976 with the widening of the Nag- 
tahan Bridge and its subsequent linking 
with the newly constructed extension 
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NILA.- Roterada. 
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The Carriedo Fountain as it looked in 1906. 


of Governor Forbes Blvd. It is ironic that 
a monument built during the Spanish 
period as a symbol of progress had 
become a victim itself of progress in this 
age of rapid transportation. 

But the fountain was not, after all, 
consigned to oblivion for it resurfaced 
to public view with its installation in 
August 1980 in front of the new MWSS 
Building. Could there be a more appro- 


priate location for a monument honoring 
the “Father of Manila’s Waterworks 
System’, than in an agency which is now 
involved in the further realization of 
Carriedo’s dreams? 


A question that bugs numismatists 
is “With the transplanting, are the three 
medals (gold, silver and bronze) still in 
the fountain?’ O 
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GUESTS OF HIROHITO FOR THREE YEARS 


by Mary French Catlin 


EDITOR’S NOTE: Mrs. Catlin of Santa Barbara, California is a regular 
Barrilla contributor of articles pertaining to the emergency guerrilla notes 
issued in the Philippines during World War II. This article which the 
author considers as a sequel to the series on guerrilla currency is being 
featured in this issue to commemorate the 40th anniversary of the libera- 
tion of Manila from the Japanese forces on February 3, 1945, Though not 
of a purely numismatic nature, it is being published to demonstrate how 
a compact community borne out of the horrors of war can still function 
economically despite the dearth of a uniformly acceptable currency. 


/ hile American and Filipino Guer- 
rillas were dodging the enemy and 
maintaining clandestine relations with 
U.S. submarines during World War Il 
in the Philippines, most civilian Ameri- 
cans were leading a much different and 
restrained lifestyle as internees. Among 
the better known internment camps was 
the University of Santo Tomas in Manila. 
This was where Karl Kreutz, his wife 
Hazel and son Jack were interned for 
37 months. 

The author interviewed Karl Kreutz 
at his Villa Constance apartment in Santa 
Barbara, California January 31, 1975, 
taking shorthand notes that were later 
transcribed on the typewriter. Further 
information about this period was ob- 
tained from a recording of a lecture 
given by Mr. Kreutz before the Shipmates 
Group of the Congregational Church on 
February 8, 1975, which my husband 
and I attended. 

Karl had represented the Singer 
Sewing Machine Company in the Philip- 
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pines. When the war started, this com- 
pany had $1% million out uncollected. 
Mr. Kreutz continued as an agent for 
the company during wartime. After 
awhile the country’s regular currency 
was gone and emergency currency of 
various types were used. The Singer 
Company eventually collected one-half of 
the outstanding debts in pesos translated 
into dollars. In the meantime, many 
things had transpired to drastically 
change the lives of Karl Kreutz and his 
family, and many other civilians caught 
in the toils of war. 

Although the Japanese put out the 
word that all Americans who were out- 
side of an internment camp should go to 
a certain place to report or take the 
consequences, Karl ignored the orders for 
a time and was not bothered. He thought 
he knew why. His was a German name 
and the Japanese at that period were 
allies of the Germans. He finally decided 
he had best comply with the rules since 
it would be harder as the war progressed 
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Main Building of the University of Sto. Tomas 


for an individual family to subsist in the 
occupied Islands. He reported and he, his 
wife and son were interned. 

The first internees, around 300 men, 
women and children, had arrived on 
January 4, 1942 at Santo Tomas. On 
January 6 almost 2000 internees were 
there, and by the middle of the month 
the number had increased to 3,300 
adults and children. Over 6.000 Ameri- 
cans and other nationalities lived there 
or passed through to other internment 
camps before the war’s end. 

Such a large community necessitated 
business transactions of various sorts. 
Fortuitously, the Japanese authorized 
two Manila banks — the Philippine 
National Bank and the Bank of the 
Philippine Islands—to pay out small 
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amounts up to 50 pesos a month to 
depositors who wished to withdraw funds 
from their accounts. 

Internees had been given a half-hour 
to pack and were told they would stay 
overnight; to take a change of clothing 
and food for 3 days. Packing accordingly, 
they were lightly provisioned for their 
long stay. 

Karl and his teen-age son Jack were 
assigned to the gym; about 300 men 
were quartered there. Later on Karl and 
Jack were put in the large Education 
Building. Mothers with small children 
were housed in the Annex, formerly the 
school’s Infirmary. All other women 
(without small children) were in the 
Main building. There were 20 or 30 cots 
in a room, Families were separated. 
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The married couples were unhappy 
to be apart. After two or three weeks the 
Camp Commandant heard of their 
dissatisfaction. He thought he knew 
what that meant. So he had a matrimo- 
nial tent built out in the open near the 
big building. Married couples were al- 
lowed to walk togelther, but were sup- 
posed to stay one foot apart! Some- 
times he and Hazel would walk over to 
the matrimonial tent, talk about it, and 
laugh a little. The trouble with the 
matrimonial tent was that it was never 
used. So later on, it was given a dif- 
ferent function and became an isolation 
ward for those who had contagious 
diseases. 

After awhile couples could stay in 
shanties during the day. They had to be 
open on three sides;were 7x14 feet in 
size. In time there were 264 shanties 
built of poles, posts, fronds and other 
salvaged materials, by the inmates. 

During the first 1% years food was not 
too bad, and it was adequate. The inter- 
nees were supplied two meals a day by 
the Red Cross, from U.S. military sup- 
plies. The American Army left behind 
a good amount of cracked wheat and 
this was made available to the internees. 

Unfortunately, the cereal soon became 
infested with weevils and many of the 
ladies were assigned to pick out weevils. 
They were called the ABC girls since 
the women were rotated on different 
days and the alphabetical name signified 
when it was their turn. As time went 
on things sort of got ahead of the girls, 
said Kreutz, and then internees picked 
bugs out of the mush after it was cooked. 
One of the posters on the wall pro- 
claimed: ““A worm in the hand is worth 
two in the mush.” 

Besides food furnished by the Red 
Cross, Comfort Kits were handed out to 
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internees that contained good items that 
were very important to internees. Highly 
regarded were Comfort Kits from South 
Africa and Canada. Americans were not 
allowed to have those from the United 
States; these kits went to other places. 
The Japanese were afraid of the propa- 
ganda potential. 

Some persons ate up ‘heir Comfort 
Kit food right away; others hoarded and 
made things last. The Kreutz family 
had something from the Comfort Kits 
once a week—such choice items as butter 
or corned beef. 

While some items in the kits were 
greatly prized by some inmates, they 
were not wanted by others. So a great 
deal of trading went on among inter- 
nees. There was even a trading post for 
the exchange of things from these kits. 
Karl used some of the 50 pesos a month 
he was allowed to withdraw from the 
bank to purchase items others didn’t 
want. Prices went up greatly as inflation 
became rampant. Kreutz was paid $30 
for 3 ounces of sugar. Kreutz didn’t 
want the cigarettes or coffee and was 
able to get high prices for them. 


Before he left the Philippines for 
Australia on March 18, 1942, President 
Manuel Quezon had authorized the issue 
of 20 million pesos in Philippine paper 
money at Cebu, a long slim island bet- 
ween Negros and Bohol, north of Minda- 
nao. Cebu City was the seat of Govern- 
ment for the Philippine Commonwealth. 
Afterward, other legally authorized paper 
money was printed at the direction of 
General MacArthur's Headquarters and 
the Commonwealth-Government-in-Exile, 
headed by President Quezon. Altogether, 
there were 31 types of Emergency 
bills printed in the provinces. Neil Shafer 
lists and describes them, with pictures, 
in his book Philippine Emergency and 
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Guerrilla Currency of World War II, 
Western Publishing Company, Inc., Whit- 
man Coin Products, Racine, Wisconsin, 
1974. In addition, the American and 
Filipino Guerrillas printed money as 
needed, without authorization, to pay 
locally for supplies for their fighting 
men, These notes were of varying quality 
and rarity. 

Three issues of Guerrilla Money 
were printed (unauthorized) on Luzon 
Island—two denominations by Marking’s 
Guerrillas and two denominations by the 
Luzon USAFFE Guerrilla Army Forces 
1942 and 100 pesos notes (Emergency 
Certificates) by President Quezon’s Own 
Guerrillas (PQOG) 2nd Corps (very 
scarce). None of the above notes were 
recognized by the Philippine Congress 
after the war as redeemable under Re- 
public Act No. 369. 

Additionally, the Japanese issued 
Japanese Military Notes,* which the in- 
ternees, dubbed ‘“‘Mickey Mouse Money.” 
So as time went on, the Santo Tomas’ 
“suests of Hirohito’’ has a variety of 
currency with which to carry on neces- 
sary commercial dealings. 

The internees learned early one of 
the grim lessons of war—an effort to 
escape an internment camp could be 
fatal. 

On February 12, 1942 Messrs. Blake- 
ly, Borthwick, Laycock, Henry Edward 
Weeds and Thomas Henry Fletcher 
attempted to escape from Santo Tomas. 
They were apprehended by the Japanese 
soldiers 5 miles north of camp, beaten 
almost into insensibility and were sen- 
tenced to death by a court martial in 
Manila on February 14. On Sunday, at 
11 a.m. February 14, they were executed. 


‘January 1942 
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The internees were told and warned 
that same day. 

The execution had a chilling effect 
on internees. Nevertheless, they conti- 
nued to have jokes and had high morale. 
They were convinced that MacArthur 
would be back in about 3 months. 
Some internees did not plan ahead be- 
cause they were so sure that their stay 
would be brief. Among themselves 
they ironically referred to the Japanese 
as “our friends.” 

By mid-year, internees no longer 
expected instant victory and had settled 
down for a longer stay. There was quite 
a bit of business activity in camp. Bud’s 
Barber Shop was in operation, some 
persons took in washings, others mended 
clothing. Additional chores and services 
were offered. 

Karl made candy. He concocted 
about 2 tons during his internment. His 
wife and another woman were sales- 
women. Kreutz used raw sugar and co- 
conut milk. A big piece of chocolate 
that came in via the gate merchandise 
route was big enough to use in his candy- 
making for 1% years. He could also 
buy peanuts and made many pounds of 
peanut brittle. 

Accommodations were made for busi- 
ness firms enabling them to pay some- 
thing to their interned employees. A 
number of internees had private means 
or were able to borrow money through 
outside friends. Money seemed to be 
plentiful enough, recounted Karl, al- 


though those who were destitute were 
there also; they depended on camp 


issues for everything. 

The internees were allowed to send 
out notes. Karl sent for National Geo- 
graphic magazines, and read everything 
in a great stack of them. Said Karl, “‘I 
read more books than I ever did the rest 
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of my life.’ Kreutz taught a class of star 
identification. He also took part in the 
food growing project. Karl had three 
small gardens in three different places. 

Early in February 1942, a small group 
of internees headed by George Bissinger 
cleaned up about 3 acres at the northeast 
corner of the University grounds that was 
formerly a city dump. After an enormous 
amount of labor clearing away tin cans, 


broken bottles, and rusty chassis of 
automobiles, this area was made into a 
garden. Mr. Bissinger resigned in the 
middle of May but the project was carried 
on by about 50 male volunteers. Water 
had to be carried a considerable distance. 

This work was done entirely by 
office men and business men and not by 
manual laborers. By July 1942 the 
“farm” had produced 9,500 pounds 
of vegetables. The men were later joined 
by some Army nurses and other women; 
in October 1942 the number of gardeners 
had increased to 53 men and 20 women, 
Later there were 90 gardeners. Despite 
heavy rains and floods,and a typhoon 
near Manila, by October 1943 the entire 
northeast area was under cultivation, and 
for that month 7,800 pounds of vege- 
tables were produced. 

The January 1944 production was 
6,300 pounds, and the Japanese began 
to call attention to the garden as a 
source of supplemental food. Workers 
were rewarded with tobacco, cigarettes, 
soap and matches, which encouraged 
more internees to become _ workers. 
The internees decided to open up some 
southwest territory to cultivation; this 
was 4 acres that was formerly a ball 
field for playing soccer, football and 
other sports. 

The main crop grown was talinum, 
which was free-growing and immune to 
pests. Kreutz described it as a useful 
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vegetable, leafy-like sninach and pro- 
viding needed bulk to their diet, but 
slimy like okra and not a very pleasant 
vegetable. Camotes were next in im- 
portance, since camote tops were the 
second most used food; 63,000 pounds 
were produced during 1944. Other gar- 
den vegetables grown were alagbati 
(New Zealand spinach), squash, mongo 
beans, koletes, garlic, a small amount 
of corn, eggplant, okra, Also grown were 
peanuts, bananas and calamansi (native 
lime). The internees bought bread at 
first, then rice and casava flour for a 
make-shift bread, 

Camp livestock consisted of a cow, 
two calves, 6 sows and 400 ducks. About 
3,000 eggs were gathered. They got an 
occasional pig for food sometimes—but 
one pig for 260 people was not much. 
A market crew did the shopping, buying 
food through the Japanese buyer con- 
nected with the Commandant’s office. 

A well-kept secret was the false 
partition in the gym and double parti- 
tion in Mr. de Alcuaz’ office, through 
which he smuggled in, by way of under- 
ground holes in the walls over 7000 
cans of food and a ton of mongo beans. 
These partitions had been built by Mr. 
Alcuaz and faithful friends on the out- 
side. This underground route was useful 
also for bringing in money so that Camp 
authorities could pay the Japanese buyer 
for enough food to feed the Santo 
Tomas community. 

Mr. Luis de Alcuaz was formerly a 
University of Santo Tomas professor in 
Physical Chemistry, and Secretary to the 
Vice-Consul and to the Rector. During 
his internment, along with T.A. de Vore, 
experienced chemist of the Philippine 
Smelting Company, he engaged in the 
Camp Laboratory Industries Soap-making 
enterprise. A total of 16,790 pounds of 
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soap was produced for the Camp inhabi- 
tants. 

At first the internees of Santo Tomas 
paid for electricity and telephone: they 
bought their own medicine and were 
expected to pay their way through the 
hospital. Starting January 1942, 25 
centavos a day was allowed by the Jap- 
anese for camp requirements, and ef- 
fective July 1, 1942 the Japanese Mili- 
tary approved the grant of 70 centavos 
per day for each person to support 
camp maintenance. 

Imbued with holiday cheer as Christ- 
mas approached, internees sent a card 
addressed to President Franklin D. Roose- 
velt: “‘Having the time of our lives; wish 
you were here.” The Japanese were 
upset by their levity and scolded, “Don't 
you know there’s a war on? People 
are dying everyday.” Then — seeing a 
chance to get in a little propaganda — 
they added, “More Americans are dying 
than Japanese.” 

An American internee, Mrs. Martha 
Mills Hill, wife of a lawyer who was 
also interned at Santo Tomas, hit upon 
a novel solution to the annual Christmas 
card exchange. In December 1942 she 
saved all of the cards she received. wrote 
on them, “The same to you!” and mailed 
them back to the senders the next Christ- 
mas. 

There were four transfers of internees 
from Santo Tomas to Los Banos, total- 
ling 1.659 men, women (some Army 
nurses) and children from May 14, 1943 
to Dec. 15, 1944. 


As for Santo Tomas, a reorganization 
placed the camp under control of the 
Japanese War Prisoners Division. and 
beginning in January 14, 1944, it was 
decreed that the Japanese Army would 
issue all food and supplies directly to 
the internees. Also, in 1944, the Japanese 


54 


took over camp funds and sent the 
money to the Bank of Taiwan. It was 
announced that internees could with- 
draw 50 pesos a month for personal 
needs. From September 1944 to January 
1945 the bank honored their with- 
drawals, then stopped. 

Santo Tomas had waking-up songs on 
the public address system each morning 
which they used sometimes to carry 
not-so-subtle messages to the inmates. 
The morning after requisition of camp 
funds the songs were, “I Can't Give 
You Anything But Love, Baby,” and 
“I Got Plenty of Nothin’ and Nothin’s 
Plenty For Me.” 

The Japanese had 700,000 soldiers 
in the Philippines. They had to be fed. 
Also the authorities would not want the 
Filipinos to rise against them, so they, 
too were fed before the internees. Things 
got pretty bad at the last, said Karl. 
All the Japanese could furnish was corn, 
rice and soya bean meal. Average loss of 
weight among male internees was 53 
pounds. By August 1944 the 2754 
internees at Santo Tomas had lost 70 
tons of weight. Seventy internees died 
of starvation. The Camp doctors put on 
the certificate of death starvation or 
malnutrition, One doctor was jailed 
because he would not change this to 
heart, or stroke, or something else. 


Toward the last practically nothing 
was left for internees to eat. There was 
an occasional 10 kilos of meat for the 
camp, but the inmates ate /ugaw and gu- 
lay most of the time. Lugaw was rice 
soup. They varied the straight rice diet by 
adding vegetables, mostly greens — such 
as wild colitus and pigweed — to the 
lugaw. They grew hungrier and hungrier. 
Everyone was in a weakened condition. 

Many people started eating leaves 
of trees. The young leaves from hibiscus 
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bushes were thought to be the most 
tasty. These were chopped up with lots 
of garlic and served with a French dres- 
sing made of vinegar, salt, pepper and 
mustard, 

Several families served curried cat 
for Thanksgiving dinner. 

In the cool pre-dawn of September 
21, 1944 the pale grey sky was filled with 


hundreds of planes high up in the air 
over Santo Tomas. Internees who dashed 
outside to watch correctly identified 
them as American aircraft; they could 
see the stars on the bottom of planes 
as they went over to the south. There 
were tears of joy and a near-hysteria. 
And from the north came new waves of 
US. planes, 

Christmas cards were dropped from 
the air carrying the message, “The Com- 
mander-in-Chief and men of the United 
States Army of Liberation in the Pacific 
wish their gallant allies, the People of 
the Philippines all the blessings of Christ- 
mas and the realization of their fervent 
hopes for the New Year.” 

The distant sound of explosions 
marked the combustible targets hit. 

Early in the afternoon that same day 
U.S. planes again passed overhead from 
north to south, moving with precision 
through enemy fire to destroy munitions 
and installations at Manila Bay. Airfields 
north and east of Manila were bombed. 

Early morning of September 23, 
and again in the afternoon, American 
planes came over and dropped bombs 
and fierce fires erupted, burning un- 
checked. The air was punctured by new 
explosions as gasoline and munitions 
stores went up in smoke. An eye-witness 
account of a male visitor several days 
later confirmed that Japanese shipping 
in Manila Bay was totally destroyed. 

The month of January was a time of 
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suppressed excitement for internees at 
Santo Tomas. They sensed that mo- 
mentous events were about to transpire. 
Heavy bombing and air raids of Manila 
by the Americans started January 6, 
1945 and continued almost daily. 

Workers in the gardens of Santo 
Tomas dwindled to about 40, and they 
worked mainly at harvesting crops. 

With liberation so near, four internees 
were taken on a journey from which 
they didn’t return. Mr. E.E. Johnson, 
Special Oriental Representative of the 
U.S. Maritime Commission, Mr. CC. 
Grinnel, Chairman of the Internees 
Committee, Mr. A.F. Duggleby, Vice- 
president of Benguet, and Mr. Clifford 
L. Larsen, employee of Atlantic Gulf 
and Pacific, Manila, were taken away by 
the Japanese. The bodies of these men 
were among fourteen that were disco- 
vered tied together in small groups by 
wire. They had died about January 14; 
presumably executed by firing squad. 

Had the hidden radio transmitters 
and receiving sets that were constructed 
by Delvin Axe* been detected or sus- 
pected? 

After the first raid by U.S. Forces 
at Lingayen, news summaries on progress 
of the war had been heard daily—from 
San Francisco, Brisbane and Radio 
Delhi. They didn’t use the transmitter; 
Earl Carroll, Vice-chairman of the In- 
ternee Committee at Santo Tomas, was 
fearful that risk of discovery was too 
great. 

Saturday afternoon, February 3, pur- 
suit planes came flying over from the 
north and circled over the Education 
Building in a decisive way. Gun fire was 


*Section Communications Supervisor’ of 
Pan-American Airways at Manila 
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heard from the south. 

Karl went up to his wife’s room 
on the second floor of the Main Building 
and she said, ‘““Come on in.”’ “Oh, I can’t 
do that!” he replied. “Sure you can,” 
she retorted. “Everyone is up hese.” 
So he went in. 

They all stepped out on the balcony 
and watched the soldiers come in on that 
historic night. 

At about 8 p.m. the Main Building 
internees (along with other Santo Tomas 
internees watching from windows) saw 
spectacular activity toward the north. 
Star shells were bursting into showers 
of brilliant color and magnesium flares 
were being set. There were lights and 
firing at the gate, and the rumbling 
sound of tanks coming in. Tracer bullets, 
streaking through the darkness, con- 
firmed direction for the firing. 

The internees didn’t know it at the 
time, but the first casualty that night was 
Captain Manuel Colayco of the guerrilla 
intelligence unit. He had _ heroically 
guided the first column of the First 
Cavalry Division safely through the tank 
traps and mined areas of Manila’s streets 
and through the gate of Santo Tomas, 
only to be killed by a grenade thrown by 
a Japanese guard into the jeep in which 
the gallant captain was riding. 

The American tanks, flanked on each 
side by stalking, guntoting soldiers, 
came slowly down the road. The first 
Cavalry Division, 37th Infantry and 
44th Tank Battalion— 700 men in all— 
were fulfilling General MacArthur’s pro- 
mise to return. 

When the liberators drew close one 
woman on the balcony called down, 
‘Are you Americans?’ A burly sergeant 
in the lead bellowed, “Hell, yes! lady.” 


That is when they all sang, Karl 
Kreutz recounted. God Bless America. 
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The Star Spangled Banner. America. 


“Tears streamed down cheeks and their 
voices were wobbly,” Karl recalled. 
“But how they sang!” 

The internees’ vocal rejoicing was 
premature, While with great joy they 
were watching their liberators arrive, 
the Japanese were busy. Taking advan- 
tage of the confusion created by frenzied 
internees—men, women and children— 
swarming into the Plaza and greeting 
the soldiers, Japanese on the two lower 
floors of the Education building piled 
furniture, cans and broken bottles and 
other debris as a barricade at the top of 
the stairs, trapping the people who 
were upstairs. Japanese soldiers stood 
ready with rifles, a couple of machine 
guns, and hand grenades to prevent any 
attempt to escape. Women and children 
who had fled to the Shanty areas were 
also held as hostages. 

Karl and his companions on the sec- 
ond floor of the Main building spent 
the night underneath beds, obeying 
directions of U.S. soldiers outside. 
Later they were joined by some Japanese, 
intermingling with the Americans. Tanks 
stood guard outside and searchlights 
lit up their building. After a number 
of American soldiers were wounded, 
these lights were turned off. 

On Sunday, February 4th, interpreters 
Cary and Stanley persuaded the Japanese 
to permit food to be sent in. Both captors 
and captives had a warm lunch. There 
were negotiations, but no agreements 
made between the Japanese and Ameri- 
can soldiers for a truce. 

However, on Monday, February Sth, 
1945 the Japanese issued from the 
building in an orderly manner and stood 
at attention. There were over 65, with 
a few who were’ wounded and several 
dead being carried. The enemy soldiers 


BARRILLA 





American internees « 


surrendered on condition they be per- 
mitted to keep their arms and be es- 
corted through U.S. lines to safety. 
Among the Americans, one internee had 
died of heart failure, and a few had 
been slightly wounded. After 37 months 
of captivity, a total of 3,700 internees 
were liberated at Santo Tomas. Gaunt. 
some timid and constrained from long 
captivity, others were high-spirited almost 
to the point of hysteria. 


ooking their meals 


The internees drew lots to see when 
they would leave. The Kreutz’ family 
was fortunate to be chosen to go among 
the fist. Titey leit oh Pebruagy 21. 
1945 for the United States. 


Karl learned that their home in Manila 
had been bombed and destroyed during 
his family’s incarceration. He had made 
the right decision in going to Santo 
Tomas. 
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EVOLUTION OF MONEY AND 
BANKING IN THE UNITED STATES 


by Edward E. Veazey 


he development of monetary 

and banking institutions in the 
United States has followed neither a 
smooth nor a completely logical course. 
Most major changes in the nation’s mone- 
tary structure were precipitated by either 
War or economic crisis. A few were the 
products of forward-looking financial 
leadership. Not all changes have been 
progressive, but advances have vastly 
outweighed reverses, creating a strong 
and viable monetary system for the 
country today. 


BARTER AND COUNTRY PAY 


In the colonial period, very little 
money circulated in the American colo- 
nies. Although settlers brought gold and 
silver coins from Europe, most of this 
specie flowed quickly back to England 
because the balance of trade weighed 
heavily in that direction. By the time 
of the American Revolution, there was 
less than $12 million in coin in the 
colonies — less than $5 each for the 
roughly 2.5 million settlers. 

Colonists developed imaginative solu- 
tions to the problem of expanding 
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trade and production despite the ex- 
tremely limited circulation of money. 
Barter, or the direct exchange of goods, 
became so entrenched in early colonial 
days that it was still practiced in some 
heavily agricultural areas as late as 1800. 
In most areas, though, colonists found 
that certain commodities — so-called 
country pay-facilitated trade. Tobacco 
and corn, in particular, were easily stored 
and relatively uniform commodities that 
were widely used as a medium of ex- 
change. 

Country pay was legally sanctioned 
in 1618, when the Governor of Virginia 
specified an official value for tobacco as 
a means of payment. Soon after, Mas- 
sachusetts set an official price for corn 
and made it legal payment, or /egal ten- 
der, for discharging debts. But every far- 
mer soon began growing his own 
“money” and, as more was grown, the 
value of country pay depreciated rapidly. 
Official prices could seldom be main- 
tained for long. 

The obvious disadvantages of the 
barter system and country pay led to 
widespread dissatisfaction with the short- 
age of money. Several attempts were 
made to establish mints in the colonies 
to alleviate the coin shortage, but most 
of these were unsuccessful. Mints that 
gave indication of being successful were 
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quickly closed by the English government 
to protect the royal prerogative of coin- 
age. 


EXPERIMENTS WITH PAPER 
MONEY 


Then, in 1690, Massachusetts printed 
bills of credit as a means of paying for 
King William’s war against the French 
colonies. The inscription on the face of 
each bill declared it to be in value equal 
to money and acceptable in payments 
to the Treasurer. This simple innovation 
was a turning point in American mone- 
tary history. 

Bills of credit represented the first 
paper money in the British Empire. 
Other negotiable paper, such as bills of 
exchange and promissory notes, had cir- 
culated in the American colonies but 


had never gained wide acceptance as. 


money. The Massachusetts bills were 
standardized in amount and had a speci- 
fied legal value in payment of taxes — 
characteristics that made them a conve- 
nient medium of exchange and assured 
their use as money. 

The use of bills of credit quickly 
spread to the other colonies. But because 
of the ease with which bills could be 
‘created, most colonies eventually over- 
issued them. As more and more bills 
were issued and as their redemption in 
coin became less and less likely, the 


value of paper money plummeted. In 


one extreme case, an issue of bills printed 
by Rhode Island depreciated within a 
few years to 4 per cent of its original 
value. 

Disputes in the colonies over the ad- 
vantages and disadvantages of bills of 
credit gradually developed into large- 
scale political controversies. The Bri- 
tish Parliament consistently sided with 
sound money, passing several acts de- 
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signed to thwart the colonies’ attempts 
to expand their money. But the various 
limitations imposed by Parliament and 
the Crown were matched by the inge- 
nuity of the colonists. By the time 
Parliament prohibited the colonies from 
issuing legal-tender bills of credit in 
1763, groups of colonists had already 
formed land banks to issue paper money 
secured by land. 

Colonial experiments with paper 
money established a precedent for the 
financing of the American revolution in 
1775. The Continental Congress at 
Philadelphia was not empowered to 
directly tax colonists, and it could not 
borrow enough money from Britain’s 
traditional enemies to cover all the 
colonies’ financial needs. 

The most practical alternative for 
raising funds was, therefore, to issue 
paper money. Many congressmen recog- 
nized that the overissue of paper money 
was nothing but a form of disguised 
taxation, a procedure for transferring 
purchasing power to the government 
from the final holders of the depreciated 
currency. But it was the only “taxation” 
they had the power to levy. In June 
1775, Congress authorized the issue of 
$2 million in bills of credit, declaring that 
it would be the only such authorization. 

By 1779, in spite of its resolution to 
limit issues of new bills, Congress had 
authorized $200 million in paper money. 
And after attempts to have the colonies 
provide the fundstoredeem these issues 
proved unsuccessful, depreciation, which 
had already started in 1776, accelerated. 
By 1780, $1 in specie was worth $80 
in Continental currency. 

Congress attempted to deal with 
depreciation by recalling much of the 
outstanding paper money in a complica- 
ted plan adopted in 1780. The overall 
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failure of that plan spelled the end of 
Continentals. In time, they became 
worthless, giving rise to the expression 
“not worth a Continental.” 

The continuing need of Congress for 
assistance in financing the war eventually 
overcame resistance to the establishment 
of a commercial bank. In 1781, the Con- 
tinental Congress granted a charter to the 
Bank of North America, which aided 
in financing the rest of the war — prin- 
cipally through a large loan from France. 

The Bank of North America was 
successful as a commercial enterprise. 
It issued notes redeemable in specie, 
provided credit for trade and economic 
expansion, and gradually overcame the 
general suspicion and distrust the colo- 
nists had developed from past experience 
with paper currency and land banks. 
Soon after, commercial banks patterned 
closely after the Bank of North America 
were eStablished in New York and Bos- 
ton. The successful operation of these 
three banks provided valuable banking 
experience and helped lay the ground- 
work for the Bank of the United States. 


FIRST BANK OF THE UNITED 
STATES 


Most of the important developments 
affecting the nation’s financial structure 
have been in response to the demands 
of war or economic hardship. However, 
creation of the Bank of the United 
States — largely a personal achievement 
of Secretary of the Treasury Alexander 
Hamilton — was an important exception. 
Working during a period of peace and 
prosperity, Hamilton designed the bank 
as part of his overall plan for a sound 
financial system, not only to assist the 
Treasury with receipts and expenditures 
but also to enhance the economic envi- 
ronment with a source of credit and a 
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convenient medium of exchange. 

Before Hamilton’s plan was adopted, 
it became the focal point of a consti- 
tutional controversy that lasted several 
years. The Constitution expressly forbade 
state governments to coin money, emit 
bills of credit, or make anything but 
gold and silver coin legal tender in pay- 
ment of debts. With respect to banking, 
however, the Constitution did not specify 
the powers of the federal and state 
governments. 

The Federalists, supporters of strong 
central government and broad interpret- 
ation of the Constitution, favored Hamil- 
ton’s plan. Strict constructionists, such 
as James Madison, opposed the bank as 
an infringement on rights properly re- 
served to the states. Hamilton and the 
Federalists ultimately prevailed. President 
Washington rejected the opinions of his 
Attorney General and Secretary of State 
that the act was unconstitutional and 
signed the bill incorporating the bank 
in 1791. 

The bank soon became a major finan- 
cial institution. Hamilton gradually trans- 
ferred the Treasury deposits to the 
bank. And the bank began to issue notes 
that were receivable in payments to the 
federal government — a unique legal 
prerogative over notes of other banks. 

Most of the bank’s transactions, 
however were commercial loans for 
financing domestic and foreign trade. 
Thus, although the bank had prominence 
and influence nationwide, it was not 
what later came to be called a central 
bank with authority over or responsib- 
ility for the country’s monetary sys- 
tem. 


STATE BANKING 


Establishment of the Bank of the 
United States did not represent a legal 
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obstruction to the growth of other banks. 
And though the Constitution prohi- 
bited state governments from participa- 
ting in banking directly, it did not forbid 
their chartering private banks. By 1810, 
state governments had chartered nearly 
90 banks. 


The Bank of the United States exerted 
an important stabilizing influence on 
state banks. By favoring well-run, sound 
institutions in its dealings and by regular- 
ly presenting the notes of other banks 
for redemption, the bank restrained 
somewhat the tendencies toward specu- 
lative practices and overissue of notes 
by country banks. The importance of 
this restraint became more apparent 
when it ended. 

A bill renewing the bank’s 20-year 
charter was defeated by a single vote, 
and the bank was forced to close. State 
governments continued granting charters 
to fill the void, and one of the most 
inflationary periods in the nation’s history 
followed. Banking practices became more 
and more irresponsible — even fraudulent. 

The War of 1812 added to the severity 
of the developing financial crisis. Cong- 
ress was reluctant to levy taxes to pay 
for the war. Instead, it borrowed mainly 
from the banks. With no central bank to 
control them, state banks accommodated 
congressional demand for funds by 
creating a volume of paper money that 
defied specie redemption. 

Bank notes in circulation rose from 
$28 million in 1811 to $68 million in 
1816 as the number of banks rose from 
90 to 250. The value of the notes, which 
depended solely on the confidence of the 
noteholder in the issuing bank, began 
depreciating. Within three years of the 
closing of the Bank of the United States, 
confidence had deteriorated to such an 
extent that banks across most of the 


DECEMBER 1984 


country stopped redeeming their notes. 
Ironically, it had been hard-money 
advocates that defeated the bill to re- 
charter the bank. Thus, the inflationary 
situation that developed left them in an 
unpleasant quandary. On the one hand, 
they philosophically opposed a central 
bank. On the other, they abhorred the 
overissue of paper money, excessive 
expansion in the number of state banks, 
and rampant inflation. As the lesser of 
two evils, they chose to support the 
Second Bank of the United States, which 
Congress chartered in April 1816. 


SECOND BANK OF THE UNITED 
STATES 


As fiscal agent for the U.S. Govern- 
ment and with a capital of $35 million, 
the Second Bank of the United States 
was immensely powerful. In the course 
of business, the bank acquired a stream 
of state bank notes that it could redeem 
in specie at issuing banks. Thus, as 
creditor of state banks, the bank could, 
at its discretion, reduce the amount of 
money in circulation by increasing the 
redemption of state bank notes. 

The bank facilitated repayment of the 
public debt and the regional transfer of 
government deposits. Treasury receipts 
were heaviest in New York because cus- 
toms receipts were by far the most im- 
portant source of Treasury income. The 


bank, with branches in all principal 
cities, was in an excellent position to 


transfer portions of these funds to 
other parts of the country. 

Notes of the bank provided a uniform 
currency throughout the country. Its 
loans were important for agriculture and 
commerce on the developing frontiers. 
And the large volume of acceptances 
issued by the bank spurred both national 
and international trade. The bank also 
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participated in foreign exchange markets 
to alleviate temporary shortages and 
keep flows of specie as small and as 
gradual as possible. 

Nevertheless, the bank fell into dis- 
favor. Its conservative behavior did not 
please the easy-money group, and the 
political faction that favored hard money 
continued to be opposed to all banks — 
even one with its stabilizing influence. 

Although its charter did not expire 
until 1836, the bank’s future was doomed 
in 1828 with the election of Andrew 
Jackson — a hard-money agrarian who 
looked on banks as the cause of in- 
flated currency. speculative booms. and 
disastrous depressions. Ironically, some 
supporters of the Jackson party opposed 
the bank for exactly the opposite reason. 
They believed that the bank kept money 
and credit in short supply and imposed 
a check on economic expansion. 

Before the bank’s charter ran out, a 
number of financial measures that were 
instituted virtually assured a financial 
crisis and led to the worst depression 
_the country had experienced. First, the 
Treasury stopped making deposits in the 
Bank of the United States and trans- 
ferred funds to designated state deposit- 
ory banks. Without the financial leverage 
of Treasury deposits, the bank could 
ewert little inflwence on the Gountry’s 
financial markets and could no longer 
effectively control note issues of state 
banks, 


GROWTH OF STATE BANKING 


As a consequence, and quite contrary 
to the wishes of Jackson and the hard- 
money group, state banking burst into 
am’ era of uftisual growth. By 1667. 
there were at least twice as many state 
banks as in 1830. The volume of state 
bank notes doubled, and loans and dis- 
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counts increased 2% times. This stimulus 
produced rapid inflation and an econo- 
mic expansion that could not have been 
sustained in any event. 

The Treasury began running a large 
surplus that it redistributed among the 
states in direct proportion to the num- 
ber of representatives in Congress. Had 
the bank still been fiscal agent for the 
Treasury, it could have drawn the pay- 
ments from the branches that could most 
easily spare reserves. But the Treasury 
gave no consideration to the ability of 
the state banks to meet its withdrawals. 
And in 1837, the demands of the Trea- 
sury helped put such pressure on the 
New York banks that they were forced 
to suspend specie payment entirely. Many 
banks in other parts of the country 
were then forced to suspend also. 


Another cause of the banking panic 
of 1837 was the Treasury’s new policy 
with respect to payments for public 
lands. In the interest of hard money and 
in an effort to stop the multiplication 
of state banks and to dampen specula- 
tion, the Administration had decreed 
in 1836 that only gold and silver would 
be accepted in payment for public 
lands. This “Specie CGineuler’’, es the 
Treasury called its directive, produced 
a flow of specie into the Treasury from 
banks in the West where land sales were 
taking place. 


But the Treasury was limited by law 
in the amount it could redeposit in any 
bank and could only get specie back into 
circulation with payments to employees 
and suppliers. Since there were few of 
the latter in the West, the Specie Circu- 
lar disrupted banking, land sales, and 
other sectors of the economy. In 1837, 
the economy suddenly plunged trom a 
boom prosperity into a severe depres- 
sion. 
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The depression was a direct conse- 
quence of the demise of the Bank of the 
United States and the resulting exces- 
sive issues of bank paper and disruptive 
financial measures of the Treasury, 
Unfortunately, this was not understood 
at the time, and the economic turmoil 
of the depression produced a_ political 
sentiment unfavorable to the formation 
of another Bank of the United States. 

President Martin Van Buren rejected 
suggestions for a new bank, proposing 
instead the creation of a sub-Treasury 
system whereby the Treasury would 
require payment in gold and silver and 
collect its revenues directly, rather than 
through financial intermediaries. Van 
Buren hoped to advance the cause of hard 
money by completely separating the 
federal government from the banks. 

The Independent Treasury Act of 
1846 separated the Treasury from the 
banking system. The act instructed the 
Treasury Department “to keep safely, 
without loaning, using, depositing in 
banks” all the money it collected. All 
transactions with the Treasury were to 
be settled in either specie or Treasury 
notes. 

While Congress was establishing the 
Independent Treasury, most of the 
states, in the wake of the depression 
of 1837, were making far-reaching changes 
in state banking. Some states moved to 
prohibit banks entirely, but most adopted 
the other extreme of free banking, 
allowing anyone to form a bank without 
a special act of the state legislature. 

The experiments met with mixed 
results. In Michigan, which adopted the 
nation’s first free-banking law in 1837, 
the system was a momentous failure. 
By contrast, the free-banking system in 
New York worked well enough to form 
the model on which the National Bank- 
ing System was later based. 


DECEMBER 1984 


Because of experiences with excessive 
issues of paper money, most states during 
this time stressed the importance of hard 
money in their banking legislation. Even 
in free-banking states, banks usually 
were required to maintain a_ specie 
reserve equal to a specific percentage 
(usually 25 percent) of their notes. 


GREENBACKS 


The Civil War had an immense influ- 
ence on the subsequent history of bank- 
ing and currency in the United States. 
The federal government again issued 
paper money and reentered banking. 

In the early stages of the war, the 
Treasury enforced rigid conformity to the 
Independent Treasury System, accept- 
ing only specie in payment for Govern- 
ment bonds. But when expenditures — 
began rapidly outpacing receipts of gold 
from bond sales, the Treasury issued 
demand notes to pay for its purchases. 
The notes, for all practical purposes, 
were paper money. Nevertheless, the 
Secretary of the Treasury considered the 
demand notes only a partial breach of 
the rules of the Independent Treasury 
System since the Treasury maintained 
a policy of exchanging the notes for gold 
on demand. 

' The demand notes — or, more pre- 
cisely, the huge increase in Government 
expenditures financed through demand 
notes without an offsetting increase in 
taxes — generated inflation that seriously 
aggravated the Treasury’s already monu- 
mental problem. Inflation pushed the 
market price of gold above its official 
price. With that, gold was withdrawn 
from the nation’s banks and hoarded 
in anticipation of further price increases. 
Just eight months after the war began, 
rapid gold outflows forced banks and 
the Treasury to stop redeeming notes 
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in specie. 

Treasury officials and congressmen res- 
ponsible for raising money faced a dilem- 
ma. Almost everyone involved disliked 
paper money, but the need for funds 
was extreme. Lacking an alternative, 
Congress began issuing United States 
notes. This paper currency, later called 
greenbacks, was the first legal tender 
money ever issued by the U.S. Govern- 
ment. 

As opponents of the plan had ex- 
pected. another promise of only one 
issue was promptly broken. By 1865, 
Congress had authorized $450 million 
in greenbacks. Depreciation began, and 
the value of $100 of greenbacks quickly 
sank to $75 in gold and eventually to 
$35. During this period, the term in- 
flation was first used. 


NATIONAL BANKING SYSTEM 


When greenbacks proved inadequate 
for the financing effort, Congress passed 
the National Banking Act of 1863. Al- 
though Congress approved the act prima- 
rily because it provided a means of 
raising enough money to pay for the war, 
other benefits proved far more important 
in the long run. 

The act established provisions for 
chartering national banks, signaling the 
reemergence of dual banking after a 
lapse of almost 30 years. Under the pro- 
visions of the act, national banks became 
an important market for Treasury bonds. 
Each national bank was required to 
deposit. with the Treasury. Govern- 
ment bonds equal to at least a third of 
its capital. 

To speed the conversion of state 
banks to national banks, Congress im- 
pesed a lQ-percent tax on state bank 
notes. Many state banks. finding it un- 
profitable to issue notes and pay federal 
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taxes on them, gave up their state char- 
ters and joined the national system. 

A significant long-run contribution 
of the act was the provision for national 
banks to issue notes. These national 
bank notes, secured by Government 
bonds on deposit at the Treasury, were 
receivable by the Government for all 
taxes except customs. At the time the 
law was passed, the value of existing bank 
notes depended on the laws of 34 sepa- 
rate states and the independent opera- 
tion of about 1,600 banks. The National 
Banking Act established a framework for 
the first uniform paper currency and 
made possible the elimination of the 
confusing array of state bank paper that 
was distinctly inferior for the conduct 
of trade. 

Another significant aspect of the act 
was its recognition that. as bank liabili- 
ties, deposits were at least as important 
as bank notes. The act required banks 
to hold cash reserves of 15 to 25 percent 
against both deposits and notes, effecting 
a notable change in banking practice. 
Bank loans, particularly in cities, had 
come more and more to be made by 
crediting the demand deposit accounts 
of borrowers rather than by issuing 
notes or paying out coin. Thus, deposit 
creation was little different from bank 
note creation and involved the same 
risk of overissue by banks. Nevertheless, 
as late as 1879, only six states required 
banks under their charter to keep such 
reserves. 

Along with its many improvements, 
the new National Banking System had 
some defects. For many years, the 
banking system under state regulation 
had suffered seasonal fluctuations as bank 
funds moved to New York to take ad- 
vantage of Wall Street’s call-money 
market. Instead of correcting such fluc- 
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tuations, the National Banking Act en- 
couraged them by permitting national 
banks to keep a considerable amount 
of these reserves as credits with author- 
ized banks in New York and other 
reserve cities. 

In the summer and winter, when loan 
demand was slack, country banks de- 
posited part of thier reserves in New York 
City banks, receiving interest on the 
deposits, The New York banks counted 
specie deposited by country banks as 
part of their own reserves, which allowed 
the New York banks to expand security 
loans in the call-money market. Then 
when country banks needed funds for 
making agricultural loans in the spring 
and fall, they withdrew deposits from 
New York and put pressure on the money 
market. 

In most years, the banks managed to 
survive the temporary credit stringency. 
But when the economy was expanding 
rapidly and the volume of security 
loans in New York City was large, the 
scramble fOr liquidity often created a 
money market panic and, in turn, an 
economic recession. 

Another deficiency of the banking 
structure under the National Banking Act 
was the inelasticity of the currency 
supply. The act limited the volume of 
national bank notes to $300 million, 
originally divided among the states in 
proportion to population. The supply 
of currency could not be’ increased 
in response to variations in demand. 

Moreover, the actual amount of 
national bank notes in circulation dep- 
ended on conditions in the Government 
bond market, since the notes had to be 
secured by a deposit of Government 
bonds equal to their face value. When 
bond yields fell relative to the return on 
other investment, banks were less willing 
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to hold bonds as security and the amount of 
bank notes outstanding tended to decline. 


SILVER VERSUS GOLD 


When Hugh Mcculloch became Secret- 
ary of the Treasury in 1865, he pro- 
posed a return to the gold standard by 
using the Government’s surplus to retire 
the greenbacks. In the Funding Act of 
1866, the Secretary received authority 
to retire $10 million of greenbacks 
within six months and $4 million a 
month thereafter. 

Secretary McCulloch wasted no time 
in putting this deflationary program into 
effect. The combined effect of the 
Treasury surplus and the decrease in 
money sent the economy into a recession 
and precipitated one of the most intense 
and dramatic struggles in the history of 
money. In the controversy, which con- 
tinued intermittently for 30 years, advo- 
cates of easy money pressed various 
plans. 

One of the first proposals called for 
the Government to refund all outstanding 
Government bonds with additional issues 
of greenbacks. The Greenback party 
formed to give the public the chance to 
vote for easy money and entered can- 
didates in three presidential campaigns, 
but without success. On the contrary, 
national sentiment continued to favor 
a return to the gold standard. 

In 1875, Congress passed the Resump- 
tion Act, directing the Treasury to re- 
deem in coin any greenbacks presented 
for redemption after January 1, 1879. 
Aecording to the act, the Treasury 
was to retire $80 of greenbacks for 
every $100 of national bank notes 
issued after 1875. The deflationary 
effects of this were made more severe 
by the fact that greenbacks served not 
only as currency but also as bank re- 
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serves, 

The Resumption Act helped convince 
the easy-money bloc that Greenbacks 
did not offer a promising way of increas- 
ing money in circulation. The public 
distrusted paper currency. Experiences 
with Continental currency, state bank 
notes, and Confederate paper had left 
indelible impressions. So, easy money 
advocates turned to silver coins as the 
means of increasing money in circulation. 

Until 1873, the country’s monetary 
system was legally bimetallic — that is, 
the U.S. mint was obligated to coin any 
gold or silver presented to it. But bime- 
tallism did not exist in practice because 
the price of silver was much higher in 
the open market than at the mint. Mine- 
owners, therefore, sold their output to 
bullion dealers rather than the mint. 


Realizing this, Congress discontinued 
minting of the standard silver dollar in 
173). 


At about the same time, however, 
large new deposits of silver were disco- 
vered. As the supply of the metal rose, 
the price fell. And by 1874, the open 
market price was considerably lower 
than the mint price. Silver miners and 
inflationists began talking about the 
“Crime of ’73” and demanded an im- 
mediate restoration of bimetallism. Far- 
mers and other debtors that would have 
benefited from an expanded money 
supply joined in the crusade for a return 
to the free coinage of silver. 

Congress bowed to the pressure of 
Silverites by adopting the Sherman 
Silver Purchase Act in 1890. The act 
required the Treasury to purchase 4.5 
million ounces of silver each month 
and to make this purchase with a new 
type of money—a Treasury note that was 
legal tender and redeemable in gold or 
silver at the discretion of the Treasury. 
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The public was skeptical of the new note 
because silver had been falling in price. 
Partly to counter this skepticism, the 
Treasury decided to redeem the new 
notes in gold. 

The Treasury’s gold holdings decreased 
rapidly, as people in increasing numbers 
presented paper notes for redemption 
and then hoarded the gold. The crisis 
culminated in the panic of 1893. 

President Grover Cleveland believed 
in strict adherence to the gold standard. 
When the panic broke out, he immediate- 
ly called Congress to a special session to 
repeal the Sherman Silver Purchase Act. 
With this step, the panic gradually rece- 
ded, but unrest and danger to the gold 
standard remained until the presidential 
election of 1896, when William McKin- 
ley defeated William Jennings Bryan. 
Bryan had won the presidential nomina- 
tion with his famous “Cross of God” 
speech to the Democratic National 
Convention. His defeat in the 1896 
election brought an end to the free silver 
movement. 

Fulfilling his campaign promise of a 
return to the gold standard, McKinley 
signed the Gold Standard Act into law 
in 1900. Although the act ended bimetal- 
lism and established gold as the official 
legal standard, it did not prove to have a 
deflationary effect. 

Easy-money blocs had advocated ex- 
pansion of coin and currency as the 
primary means of increasing money in 
circulation. But by 1900, demand depo- 
sits had become the fastest growing 
component of the money supply. Fur- 
thermore, gold discoveries in Alaska, 
South Africa, and Colorado combined 
with the invention of new mining and 
refining methods to produce a rapid 
increase in monetary gold. With ample 
gold to serve as reserves, the quantity of 
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money expanded at roughly 6 percent a 
year from 1900 to 1912, effectively 
quieting the clamor for easier money. 
Banking once again became the focus of 
the financial reform movement. 


FEDERAL RESERVE ACT 


By 1900, the weaknesses of the na- 
tional banking system were widely recog- 
nized, as was the primitive nature of 
American banking relative to the bank- 
ing systems developing in Europe. But 
Once again, only a dramatic crisis — the 
1907 money market panic — could 
focus the attention of legislators on 
bank reform. 

An economic boom had ended in 
early 1907 and was followed by a reces- 
sion that remained relatively mild for 
about six months. Then, in late October, 
the failure of the Knickerbocker Trust 
Company triggered a concerted run on 
Other trust companies and banks. Banks 
were forced to contract their loans, 
interest rates soared, and reserves began 
to run down. The pyramiding of re- 
serves that was permitted under the 
National Banking Act seriously com- 
pounded the difficulty, as country 
banks withdrew deposits at the first 
sign of a crisis and impaired the liquid- 
ity of large city banks. 

To alleviate the crisis, the Secret- 
ary of the Treasury deposited $36 mil- 
lion in New York banks in a_ single 
two-week period. But before the panic 
eased at the end of the year, banks and 
Savings institutions were forced to res- 
trict deposit withdrawals. The panic 
brought into sharp relief the defects 
of the banking system. 

In the wake of the crisis, Congress 
passed the Aldrich-Vreeland Act to 
provide emergency relief in the event 
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of another panic. The act also created 
a National Monetary Commission to 
study banking and its problems and to 
help prepare a permanent banking act. 
Studies by that commission led eventual- 
ly to a comprehensive bill introduced 
by Carter Glass, chairman of the House 
Banking and Currency Committee. This 
bill, signed shortly after Woodrow Wilson 
became president in 1913, was the 
Federal Reserve Act. 

Under the provisions of the act, the 
country was divided into 12 districts 
with a Federal Reserve bank serving 
each one. All national banks were com- 
pelled to become members, and state 
banks were allowed to join. Member 
banks were required to maintain re- 
serves against time and demand depo- 
sits in their own vaults and at Federal 
Reserve banks — not at other commercial 
banks. This feature was a response to 
the instability of the old system that 
permitted the pyramiding of reserves. 

Maintenance of the gold standard 
was not questioned in the Federal Re- 
serve Act. Gold served as a basis for 
the member bank reserves that were 
deposited at Federal Reserve banks and 
continued to be a backing for currency 
as well. 

Past financial crisis had frequently 
been aggravated by attempts on the part 
of the public to convert deposits into 
currency. Without an elastic currency, 
withdrawals forced banks to contract 
deposits by a multiple of the loss in 
reserves, causing the total money supply 
to fall. 

Inelasticity of the nation’s currency 
was corrected by the act’s provision for 
a rediscount mechanism and authori- 
zation for Federal Reserve banks to 
issue notes. Member banks in need of 
funds were permitted under the act to 


67 


rediscount their commercial paper at 


Reserve banks, and Federal Reserve 
notes could be issued to meet their 
demands. The notes, like greenbacks, 


were made obligations of the Trea- 
sury. They were to be backed 100 per- 
cent by commercial paper and an addi- 
tional 40 percent by gold. 


FEDERAL RESERVE SYSTEM 


Details of organization and: proce- 
dure occupied monetary authorities in 
the early years of the Federal Reserve 
System. But these issues were soon 
dwarfed by the problems caused by 
the entry of the United States into 
World War f. 

Although the Independent Treasury 
System was not formally dissolved 
until May 1920, the Federal Reserve 
was made fiscal agent of the Treasury 
in 1915, and Reserve banks took on the 
job of handling certificates of indebted- 
ness and bonds in the Treasury effort to 
finance the war. When gold production 
failed to provide adequate expansion of 
money and credit, Congress lowered 
reserve requirements by amending the 
Federal Reserve Act in June 1917. 

The Board of Governors of the Federal 
Reserve System gave member banks the 
privilege of borrowing at Reserve banks, 
using Government securities as collateral. 
This assurance of liquidity for their 
bond purchases helped induce banks to 
invest in Government obligations as 
earning assets. By the end of the war. 
commercial banks held a fifth of the 
total Government debt. 

The large volume af outstanding 
Treasury debt resulting from the war 
was an important prerequisite for the 
development of open market operations 
as a policy instrument. In the early years 
ot the System, the discount mechanism 
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was the major policy tool. Credit policy 
was expressed in terms of the level of 
the discount rate and the volume of 
discounted paper held by Federal Re- 
serve banks. But following a recession 
in 1921, a rapid repayment of borrowings 
by member banks induced Reserve 
banks to purchase sizable amounts of 
Treasury securities, assuring themselves 
sufficient earnings to meet expenses. 

Since the purchase of securities by 
the Reserve banks provided funds to 
the banking system, it soon became 
evident that open market purchases 
would have to be coordinated with 
discount policy. In 1923, the Board 
established a special committee to carry 
out open market policy and declared 
that purchases or sales of securities 
by Reserve banks would be made prima- 
rily with regard to their effects on credit 
conditions. This marked the beginning 
of what is now the Federal Reserve 
System’s most powerful policy instru- 
ment. 

The primary weakness of the Federal 
Reserve Act was that it lacked provi- 
sions for strengthening the state bank- 
ing system. When demand deposits 
replaced notes as the major component 
of the money supply, the tax on state 
bank notes, imposed by Congress shortly 
after enactment of the National Banking 
Act, no longer deterred the formation 
of state banks. Eventually, a weak and 
poorly run system of state banks deve- 
loped. Between 1921 and 1933, more 
than half of all banks in the United 
States failed. Most of these were state 
banks that were not members of the 
Federal Reserve System. And they were, 
in general, banks that were least regu- 
lated and had the smallest capital. 

In February 1927, Congress passed 
the McFadden Banking Act, encouraging 
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growth of the Federal Reserve System 
by giving national banks some of the 
advantages of state banks. The act al- 
lowed national banks to establish 
branches where permitted by state 
law. It also broadened the power of 
national banks to make real estate loans, 
increased the limit on the amount that 
could be loaned to one borrower, and 
allowed national banks to purchase 
corporate bonds and investment secu- 
rities. 

These features increased the attract- 
iveness of national banks and stimulated 
membership in the System. However, 
they created a dichotomy that later 
proved troublesome. The McFadden Act 
permitted banks to invest heavily in 
illiquid assets but did not liberalize the 
borrowing privilege, under which banks 
could obtain relief at the discount win- 
dow only by pledging liquid obligations. 
In a time of heavy demand for money, 
this structure limited the degree of 
help available from the Federal Re- 
serve System. 

In the late 1920’s, conflicting goals 
complicated the conduct of monetary 
policy. From early 1928 through most 
of 1929, the System attempted to curb 
a stock market boom by discouraging 
loans for security speculation. At the 
same time, it wanted to accommodate 
the economic expansion that had re- 
sumed after the 1927 recession. The 
Board attempted to achieve these goals 
by denying discount window facilities 
to banks borrowing for the purpose 
of making speculative loans and by 
moderating increases in the discount 
rate. 

As a result, the discount rate rose 
more slowly than market rates, giving 
banks an incentive to borrow from 
the System. This combination of poli- 
cies was too weak to break the specula- 
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tive boom but too restrictive to permit 
continued economic expansion. As the 
economic outlook deteriorated, panic 
erupted in the stock market in October 
1929, initiating a self-reinforcing down- 
ward spiral as falling security prices 
forced brokers to sell customer colla- 
teral. 


DEPRESSION AND BANK 
REFORMS 


The stock market crash occurred with- 
out any major disruptions of banking. 
A year later, however, a growing num- 
ber of bank failures — particularly in agri- 
cultural areas — led to a major banking 
crisis: 256 banks failed in November 
1930, and 352 failed a month later. This 
first banking crisis lasted only three 
months. 

But a second crisis followed in early 
1931, partly as a result of attempts by 
banks to protect themselves. In their 
search for liquidity, banks sold bonds 
at lower and lower prices. And the li- 
quidation of assets at distress prices 
rendered insolvent banks that otherwise 
might have survived. In the seven months 
from February to September 1931, 
commercial bank deposits contracted 
nearly 10 percent. 

Britain’s abandonment of the gold 
standard in 1931 compounded the 
difficulties of US. banks. When Britain 
suspended gold payments, foreign de- 
mands for gold shifted to the United 
States. Gold exports in a single two- 
month period offset all the net inflows of 
gold since 1929. In an attempt to protect 
the gold standard, most of the Reserve 
banks raised their discount rates, making 
credit more expensive and discouraging 
investment during the depths of the 
Depression. 

Through two banking crises, Federal 
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Reserve operations had been largely 
defensive, with no vigorous action to 
stimulate economic activity. And inter- 
national developments had evoked a con- 
tractionary response. Political pressure 
began to build in Congress for stimulative 
measures. 

In January 1932, Congress passed 
the Glass-Steagall Act, which permitted 
Reserve banks to count Government 
bonds as security against Federal Reserve 
notes. Under the Federal Reserve Act, 
notes required 100-percent backing in 
commercial paper or gold. But by early 
1932, commercial paper backing had 
dropped to less than 40 percent of the 
volume of outstanding notes, and the 
availability of gold depended on foreign 
flows. 

It is not certain to what extent the 
Glass-Steagall Act relieved the concern 
of monetary authorities over note col- 
lateral or, for that matter, whether a 
scarcity of collateral had really deterred 
large-scale open market purchases of 
securities. Congressional concern — rather 
than new collateral provisions -- may 
have been the dominant force in prompt- 
ing a policy change. 

In any case, after passage of the Glass- 
Steagall Act, the Federal Reserve under- 
took large-scale open market purchases. 
Although the purchases produced an 
increase in excess reserves of banks and 
probably contributed to a decline in in- 
terest rates,they were largely offset by 
an outflow of gold and a reduction in 
discounts. With no immediate evidence 
of the effectiveness of the operations, 
open market purchases were premature- 
ly discontinued. 

A third banking panic gripped the 
country in 1933. The Roosevelt Admi- 
nistration declared a national banking 
holiday and, apparently as a temporary 
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measure, prohibited the private holding 
of gold. Then, in 1934, the Gold Reserve 
Act gave the Government permanent 
title to all monetary gold. This put 
the United States on a limited gold 
standard, meaning redemption of dollars 
in gold was restricted to foreign central 
banks and licensed private users. 

In 1933 and 1935, two of the most 
important banking acts in the financial 
history of the United States were en- 
acted. These acts struck directly at the 
defects in the banking system that had 
contributed to speculative excesses in 
security markets and panicky runs on 
banks. 

The Banking act of 1933 widened the 
authority of the Federal Reserve Board 
so that credit could be refused to banks 
making too many speculative loans. It 
authorized the Board to limit the amount 
of loans secured by stock or bond colla- 
teral. And it prohibited payment of 
interest on demand deposits, which had 
attracted large seasonal flows of funds 
from country banks to New York for 
investment in broker loans. Because so 
many of the closed banks were small, 
the act raised the minimum capital of 
national banks and liberalized the law 
governing branch banking. 

The most important accomplishment 
of the Banking Act of 1933— and, oddly 
enough the most strongly opposed by 
banks — was the establishment of the Fe- 
deral Deposit Insurance Corporation. The 
deposit insurance was funded by assess- 
ments on insured banks and safeguarded 
by careful bank examination. Unfortun- 
ately, most of the weakest banks had 
already failed by the time FDIC was 
established, and their depositors did not 
share in the benefits of the plan. But 
in later recessions, deposit insurance 
stabilized financial markets by stemming 
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runs on weak banks and preventing ru- 
mors of weakness at one bank from caus- 
ing runs on other banks and, thus, a 
banking crisis. 

The Banking Act of 1933 had just 
become law when Marriner Eccles, go- 
vernor of the Federal Reserve Board, 
sponsored a bill that became the Bank- 
ing Act of 1935. In this bill, Eccles — an 
early spokesman for compensatory fiscal 
policy and centralized credit and mone- 
tary control — proposed measures to 
Strengthen monetary management and 
increase the power of the Federal Re- 
serve. 

The act gave the Board new author- 
ity to regulate reserve requirements and 
authority to regulate the rate of interest 
paid by member banks on time deposits. 
The law also broadened the lending 
powers of Federal Reserve banks. In 
addition, it removed the Comptroller of 
the Currency and the Secretary of the 
Treasury from membership on_ the 
Federal Reserve Board. According to 
Eccles, this last provision was included 
at the insistence of Senator Glass, who 
had been Secretary of the Treasury 
and believed the influence of that office 
should be eliminated. 


WORLD WAR IT AND AFTER 


The nation’s financial system met a 
major test when, without any major 
legislative changes, the Federal Reserve 
and the Treasury successfully financed 
World War II. Less than half the total 
war costs were covered by taxation. 
Treasury debt increased from $50 billion 
to $270 billion during the war, and it 
was marketed without any major changes 
in the monetary system. The Federal 
Reserve assured the success of the finan- 
cing by fixing high and stable prices for 
Treasury securities. 
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In the postwar era, most of the im- 
portant innovations in commercial bank- 
ing have come from banks themselves, 
rather than from any major legislative 
or regulatory changes. Commercial banks 
have remained the leading financial 
intermediary, but they have faced in- 
creasing competition from a_ wide 
variety of other institutions. Savings and 
loan associations and life insurance 
companies have become more import- 
ant intermediaries for savings. Mutual 
savings banks, credit unions, personal 
finance companies, investment bankers, 
and government lending institutions have 
also taken a greater share of the nation’s 
borrowing and lending. 

To attract funds and maintain their 
competitive position, banks have designed 
new money market instruments. For 
example, in the early 1960’s, banks began 
issuing negotiable certificates of deposit 
to attract funds businesses and investors 
were unwilling to hold in demand deposit 
accounts that yielded no interest. Banks 
have also sought funds by borrowing 
Eurodollars (dollars on deposit abroad) 
and by issuing commercial paper and 
finance bills. Demand deposits have 
remained the most important bank 
liability. but all other liabilities combined 
now provide well over half of bank funds. 


Two important changes in banking 
structure have taken place in the post- 
war era. One striking change is that the 
number of branch offices has increased 
from less than 4,000 in 1945 to almost 
30,000 im 1975. Tiiis. change refileets 
not only the growing acceptance and 
trust of banks by the public but also the 
dictates of a changing economic struc- 
ture. 

Even before the war, many small 
banks that had failed during the 1920's 
and 1930’s were replaced by branch 
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banks better able to meet needs of 
businesses for more extensive and diver- 
sified banking services. The movement 
was accelerated by postwar legislation 
liberalizing requirements — regarding 
branching by national banks and other 
members of the Federal Reserve System, 
putting them on a more competitive 
basis with non-member state banks. 

The other structural change, still in 
progress, is the formation of bank holding 
companies. In 1965, there were only 
53 bank holding companies in the United 
States. Now, there are over 1,700, control- 
ing nearly 70 percent of the assets of 
all commercial banks. Most of these 
holding companies own only one bank. 
However, nearly 300 are multibank 
holding companies, controlling about a 
third of all commercial bank assets. 

Many of the holding companies were 
formed to find new sources of funds 
during periods of high interest rates. 
Others were formed as a vehicle for 
geographic expansion, particularly in 


states that prohibited branch banking 


but did not prohibit the ownership of 
several banks by a single bank holding 
company. Still others were formed to 
acquire nonbank firms. 


Recent economic history testifies to 
the successful evolution of the nation’s 
financial structure. The yearly output 
of goods and services in the nation has 
more than doubled since 1950, and the 
expansion has been financed for the most 
part by its financial institutions. 


Even more significant is the fact that 
although economic expansion has been 
interrupted by recessions five times 
since 1950, the recessions did not pro- 
duce panics in the nation’s financial 
markets. On the contrary, improve- 
ments in bank management, bank regula- 
tion, and monetary policy have fos- 
tered a level of confidence in banks 
that has allowed them to become a 
stabilizing rather than destabilizing in- 
fluence on the economy. [| 


CENTURY OLD NOTES 


The word “humbug” is said to be derived from two Irish words, 
“uim bog”, signifying soft copper, or pewter, or brass, with which 
the Irish coinage was debased in the reign of James I. Hence “uim 
bog”’ for base money, and humbug for that or any other counterfeit. 


American Journal of Numismatics, July 1873. 
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COINSHOOTING 


by James H. Stegner 


ne of the newest and most 
O rewarding pastimes or hobbies 
in the United States today is called 
‘“Coinshooting’. Those engaged in the 
manufacturing and sales of metal detect- 
ors or metal locators reported higher 
earnings during the last two years than 
ever before. 

Metal Detecting or ‘‘Coinshooting”’ as 
it is more popularly called is enjoyed by 
people the world over from all stations 
of life. It provides exercise, excitement 
and a great deal of enjoyment. A few 
practicioners of the art eventually grad- 
uate from coinshooting and become 
known as ‘“Treasure Hunters”. 

Armed with a myriad of metal detect- 
ing devices, ‘““TH’ers” (treasure hunters) 
gather from all over the United States 
for annual “Treasure Hunts”. Often 
supported by various detector manu- 
facturers — at other times by the 
“TH’ing” Clubs that have sprung up 
over the Country , these Clubs and the 
“hunts”, (artifacts and coins previously 
buried by the host), provide a chance to 
meet new people, make new friends, 
develop skills in using the metal detect- 
or, a chance to study the latest advances 
in detection equipment. 

The purpose of mentioning “Coin- 
shooting’ here is that the reader will 
understand how the author of this 
article became a Professional Treasure 
Hunter. 


DECEMBER 1984 


The Author is a Professional Treasure 
Hunter and Writer. He has been TH’ing 
a total of 17 years. Majority of his 
“finds” were recovered in the eastern 
United States, particularly the New 
England States. Colonial coins of the 
U.S., Colonial currency, Crowns of 
England, France, Germany, Mexico and 
other countries were recovered. 

Coins recovered in most of these 
caches were in excellent condition. 
Steel gray patina-covered silvers, dark 
bronzes, golden coppers, reales from 
Peru, pesos of Mexico and hammered 
coins. Yes, coinshooting and treasure 
hunting offers much to those who are 
willing to study, research and pour 
over old maps in search of clues. There 
are times when months of study brings 
no other reward than knowledge, or 
those times when the elements have 
taken their toll and recoveries give up 
little of value. 

While the author is not a coin col- 
lector, he collects all types of ancient, 
medieval and colonial coins, especially 
the crude Spanish and early European 
types, not because of any value they 
may have but for their rugged beauty. 
Treasure hunting for old caches of 
coins or artifacts does not make one a 
millionaire. However, it provides a 
Wealth of interést, Gxercige, «a séitie- 
what profitable hobby or pastime, ex- 
citement, and most important of all, a 
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“sure fire” method of making new friends 
‘and meeting people, especially for those 
who have retired and need new friends. 
Walk down a beach, anywhere, with a 
metal detector in your hand trying to 
find something and new friends will 
find you. Of course, for those of you 
who don’t want bothered, just wear a 
pair of headphones, (they come with 
the detector) and pretend you cannot 
hear, it works every time. 

The initial cost of a new metal de- 
tector lies somewhere between $50.00 
and US$350.00 (depending upon ex- 
tras). The upkeep is nil, about $5.00 
per year for batteries. There are very 
few restrictions anywhere in the world 
regarding the use of metal detectors. | 
have hunted the world over using my 
metal detector and have never been 
banned from any area for using it. Always 
practice good sense, refill any holes you 
may dig, replace any sod after recovery 
of coins, etc. Coinshooting is a much 
more practical way of enjoying this sort 
of hobby than treasure hunting, it may 
be enjoyed in ones own back yard (or 
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coinsh eters’ 


front, depending on the degree of expo- 
sure desired). 

The author recovered a total of 
47 coins and metals from his own back- 
yard a number of years ago. Most makes 
of detectors have waterproof detection 
coils and may be employed under water 
in depths to three feet. There are detect- 
ors designed for deep water also. 

While many coins are recovered on 
salt water beaches, these tend to be 
well worn due to tidal action. This author 
recovered the astounding total of 378 
coins in one three hour period at Scar- 
boro Beach in the State of Rhode Island, 
U.S.A. Many of these dated from 1850 
but most were well worn due to the ab- 
rasive sand-tidal action. 

There are many facets to coinshooting 
—“TH’ing’, most of these I have men- 
tioned, the one I haven’t, and possibly 
the most important is the peace of 
mind it gives to the novice and profes- 
sional alike. To purchase a beautiful coin 
is one thing, tu come by that same coin 
using ones own wits and metal detector 
is an experience never to be forgotten. 


BARRILLA 


bOr 
086 19 
O9T Ib 
PLL 87 
SGt TI 
CLS 7 
ZOO'S 


ounn}uag: | 


‘A’ A’) ‘AlLoUey Ploy pur yurjy ‘sjiodoy uononpoig =} IM IOS 


P86] Jaqumaacn {osy [7 


‘1 36] Ul padnposd gulag SsUu10d pajDp-O9G] ‘8'a ‘40aK JOY] PUuOKIG puajxa Kdu 


Sdidas 10j)NI1}4Dd DLO UOIJINPOAd YSNOY]]N $aJOp ISEY] BUIDIQ SUIOI AOJ AD SOANS1) AFDUIOD fl 


vIL'LI 
C9 69] 
87S" PS 
Ove br 
vCC 96 
961901 
LOS'19 
€S0 07 


_ OUWTUIS-¢ 


66 901 
SOLOLI 
O9r' Es 
Or6 OL 
LOS‘ ¢ZI 
SOS‘L8 
1v0' 09 
000° 0¢ 


OWNUIS-Q] 


1OP III 
EST 991 
89€°9pr 
CLOSE] 
OSt Lr 
O€9°LL 
LOY Or 
GO" SZ 


(sa99!1d puesnou} ul) 


p76 69 
bS3°69 


ouNuag-sz OUNTUAg-9¢ 


v86l—LZ6l 
Ad ANIS34 A109 GNV LNIW d80 3HL AO NOILONGOYd NIOOD 


O£0'Z 
p96 L 
667 OS 
966 Cb 
crs‘9 
€00° 07 
19S‘ b7 
LO0'SI 


Osi: | 


9ST CL 
IL6€S 


OSlgeT 








DECEMBER 1984 


11th NATIONAL NUMISMATIC 
CONVENTION 


In these difficult and trying times, 
money (or the lack of it) is the bane of 
most people’s daily existence. To some 
6f them. @ mere mention of monéy 
inakes blood pressures rise and tempera- 
tures boil. But once again money became 
very spicy pieces of conversation to a 
very special breed of people — the numis- 
matists, and once more the Holiday Inn 
became the hub of their activities as the 


Philippine Numismatic & Antiquarian 
Society celebrated its 11th National 
Numismatic Convention on November 
24-25, 1984 


The traditional ribbon-cutting cere- 
monies were officiated by Mrs. Betty Go- 
Belmonte, the wife of PNAS President, 
Feliciano ‘Sonny’ Belmonte, assisted 
by the Society's officers. It ushered in 
the day's activities registration of 
delegates, election of members to the 
Board of Directors, bourse trading and 
viewing of exhibits. An added attraction 
to the exhibits was the display of antique 
pottery and jewelry by some collectors. 
As usual numismatists displayed their 
artistry and bright ideas in both the 
competitive and non-competitive exhi- 
bits. Door prizes were raffled and given 
to lucky participants. 


One of the highlights on the second 
day was the proclamation of the follow- 
ing winning candidates to compose 
the Board of Directors for 1985: 


1. Antonio Bantug 
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2. Feliciano Belmonte 
3. Antonio Catu 
4. Conrado Ciriaco 
5. Guy Davis _ 
6. Rogelio de Jesus 
7. Antonio del Mundo 
8. Felipe Liao 
9. Richard Lopez 
10. Albino Quiban 
11. Antonio Teh 


The auction Sale which was con- 
ducted in the afternoon offered more 
than 400 items and realized a total sale 
of P269 830.00. 


Capping the two-day affair was the 
fellowship Dinner and Awards Night 
held at the Holiday Inn Ballroom. Mr. 
Manuel Abello, the Chairman of the 
Securities and Exchange Commission, 
was the guest speaker and the recipient 
of an Honorary Membership Award given 
during the awarding ceremonies. 

During the Fellowship Dinner, Feli- 
ciano “Sonny” Belmonte, Jr., PNAS 
President announced his retirement as 
president after serving the society for 
6 consecutive years, the longest term for 
a president of the PNAS, next only to 
Manuel P. Manahan, seven-time PNAS 
president. This development paved the 
way for a wide open race tor the PNAS 
presidency. 


The following winners in the compe- 
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SEC Chairman Manuel Abello receives the Honorary Membership Award from PNAS 
President Sonny Belmonte during the Convention Banquet. 


titive exhibits received their respective 
plaques: 


Vicenta “Ting” 
Escobar — = PHILIPPINE COINS: 
“Splendor of Philippine 
Antique Jewelry as 
Currency” 

Richard Lopez — WORLD COINS: 
“Silver Fractional Coins 

Used in the Philippines 

During the Spanish Period” 

John M. Dalsfoist -.- PAPER MONEY: 
“Errors and Oddities” 
MEDALS & 
TOKENS: 

“Holy Pesos’ 


Albino Quiban — 
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Fay Lucila C. 
Citiago — JUNIORS: 
“Vatican Coins & 


Medals”’ 


The traditional 3-day celebration was 
reduced to just two ‘to heed the call 
of the times” However, despite the 
difficulties brought about by the tight 
money situation, collecting afficionados 
agree that this was the best attended 
convention since the PNAS celebrated 
its Golden Jubilee in 1979. And _ this 
one was not wanting of the trimmings 
present in the past conventions. For a 
while numismatists savored the beautiful 
side of money. (1 


BARRILLA 


PNAS OFFICER S’INDUCTION 


Governor Jose B. Fernandez recently 
inducted the new officers of the Philip- 
pine Numismatic & Antiquarian Society 
at simple ceremonies recently held at 
the former’s office. 

Inducted were the following: 


Neg te Philip Liao 
Vice-Rretident. 5. cs s&s Richard Lopez 
SHOEI nc eo as Conrado Ciriaco 
iO a Antonio Catu 





DUSECIONS 5 ve ees Antonio V. Bantug 
Feliciano Belmonte, Jr. 

Guy Davis 

Rogelio de Jesus 

Antonio M. del Mundo 

Albino Quiban 

Antonio Teh 


Liao, former PNAS Vice-President , suc- 
ceeded Belmonte to the presidency 
after the latter's unprecedented six- 


year tenure. 


CB Gov. Jose B. Fernandez inducts the officers of the PNAS. From left to right: A. Teh, C. Ciriaco, 
F. Belmonte, A. del Mundo, R. de Jesus, G. Davis, A. Quiban, P. Liao and A. Bantug. 
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